954 


la 
ted 
ese 


ent 


wee! 


PUBL, L.SRARY 


INTERNATIONAL 
Financial News Sur 


Vol. VI, No. 42 


INTERNATIONAL MONETARY FUND 


April 30, 1954 


United Kingdom Budget 


The U.K. budget for 1954 was presented to the House 
of Commons on April 6 against a background of achieve- 
ments in 1953. The 1953 budget had been designed to 
further the improvement in the balance of payments, and 
to expand domestic production without renewing infla- 
tionary pressures. The result was that the U.K. balance 
of payments with the rest of the world showed a surplus 
of about £225 million on current account in 1953, after 
receipt of about £100 million of aid from the United 
States. With allowance for U.S. aid, the current surplus 
in the second half of the year reached an annual rate of 
£300 million. The further improvement in the terms of 
trade, one of the most important factors contributing to 
the surplus, enabled the United Kingdom to buy during 
1953 a volume of imports 9 per cent higher than in the 
previous year at 4 per cent lower cost. The gold and 
dollar reserves rose by £240 million, to £899 million. By 
the end of 1953 the volume of exports was 10 per cent 
higher than a year earlier. 


External progress was paralleled by a considerable 
expansion in production and by improvement in: living 
standards at home. For 1953 as a whole, industrial pro- 
duction was 6 per cent higher than in 1952. Half of this 
increase was brought about by higher investment and 
higher defense spending. Personal consumption, assisted 
by tax concessions, rose by about 4 per cent in volume. 
But the Chancellor of the Exchequer pointed out that 
despite expanded production, productivity in 1953 was, 
on the average, little above the 1951 level, with the rate of 
increase often below that of competitors. Moreover, 
over the year there had been an insufficient increase 
in investment in private manufacturing industry. The 
objectives for 1954 must, therefore, be to continue to 
raise productivity, to expand exports, and to increase 
productive investment. 


Total revenue for 1953-54 equaled the estimate of 
£4,368 million. A shortfall in income tax receipts, pri- 
marily because of lower profits in those industries hit by 


Europe 
U.S. Loan fo ECSC 


The U.S. Government made a loan of $100 million to 
the European Coal and Steel Community on April 23. 
Repayment, which will extend over 25 years, will begin 


the 1952 recession, was matched by yields in excess of 
estimates from customs and excise duties, and from death 
and stamp duties, the latter reflecting higher security and 
property values. Total expenditure of £4,274 million 
exceeded the estimate by £15 million, civil expenditure 
being £146 million higher, and defense expenditure £125 
million less, than the respective budget estimates. There- 
fore, against an estimated surplus above the line of £109 
million, the actual surplus was £94 million. 


On the basis of existing taxation, the Chancellor fore- 
cast revenue of £4,537 million for 1954-55, against total 
estimated expenditure of £4,523 million—a small surplus 
of £14 million above the line. The increase in expendi- 
ture is more than accounted for by supply services. 
Defense expenditure is shown at £1,555 million net of 
defense aid, a rise of £58 million, and civil expenditure 
at £2,301 million, an increase of £212 million. The 
estimated revenue increase is comprised of an expected 
increase of £70 million in tax revenue and increased mis- 
cellaneous revenue, including proceeds from the sale of 
Ministry of Food stocks. 

The budgetary proposals for 1954-55 contain no major 
change or emphasis in direction. In the Chancellor’s 
judgment, there is no cause either for the imposition of 
new taxes or for stepping up purchasing power by major 
tax remissions. In essence it is a “carry-on” budget. The 
key item proposed is the substitution of “investment 
allowances” for the initial tax allowance on capital ex- 
penditure. Under this measure, which is designed to 
stimulate re-equipment by private industry, part of the 
cost of assets, ranging from 10 to 20 per cent, will be tax 
free in addition to depreciation allowances. As a further 
benefit to industry, the estate duty on certain assets of 
family businesses is to be reduced by 45 per cent. Small 
tax reductions, mainly in the sporting and entertainment 
fields, are also proposed. In total, these are estimated to 
cost £6 million over a full year. 


Source: The Times, London, England, April 7, 1954. 


after 3 years. The interest rate will be 37% per cent. This 
is the first time that a loan has been extended to the ECSC 
as such, rather than to individual countries. 

The loan, which will be administered by the ECSC 
High Authority, will be used to help develop facilities 
for the production of coal, coke, and iron ore; to provide 
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additional housing for miners; and to construct and 
modernize power stations at pit heads, to facilitate the 
economic use of low-grade coal. 


Source: The Journal of Commerce, New York, N.Y., 


April 26, 1954. 


London Gold Price 


During April there has been a slight upward move- 
ment in the gold price quotation in the London market. 
The price on April 27 was £12 9s. 2d. per ounce, the high- 
est quoted since the market was reopened on March 22. 
This price, converted at the day’s sterling exchange rate 
in London of $2.81 15/16 per pound, is equivalent to 
$35.12 per ounce. 


Source: The Wall Street Journal, New York, N. Y.. 
April 28, 1954. 






U.K. Overseas Trade in March 


U.K. trade figures for March show an over-all improve- 
ment and what is officially described as “a very fine 
achievement” in dollar exports. Exports in March, at 
£246 million, were at a higher rate than in the fourth 
quarter of 1953, and only 2 per cent below the record 
rate of the first quarter of 1952. Re-exports totaled £12 
million, and imports were £299 million. The visible ad- 
verse balance of £41 million was 9 per cent higher than 
the rate in the fourth quarter of 1953, but 25 per cent 
less than that in the first quarter of that year. U.K. ex- 
ports to North America in March were £24 million—£13 
million to the U.S. and £11 million to Canada. The 
average for the first quarter of 1954 was 10 per cent 
below that of the previous quarter but, despite the decline 
in U.S. business activity during the year, the average 
was only 7 per cent below the average for the first quarter 


of 1953. 


Source: The Financial Times, London, England, April 13, 
1954. 


U.K. Export Credit Finance 


The U.K. Export Credits Guarantee Department has 
been authorized to enter more freely into direct insurance 
contracts with banks. The new arrangements are intended 
mainly to assist exporters of capital equipment required 
by overseas governments and development authorities. At 
present, the Department normally arranges its contracts 
directly with the exporter, giving him cover up to 90 per 
cent. Where long periods are involved, as for exports of 
capital goods, it may not be easy for an exporter to get 
bank finance, and the use of direct guarantees is expected 
to relieve exporters of these difficulties. The amount 
covered by direct contracts with banks will not exceed 
85 per cent, 


Source: The Times, London, England, April 12, 1954. 
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Resumption of U.K. Private Imports of Buffer and Cheese 


Private imports into the United Kingdom of butter and 
of those varieties of cheese that are now rationed will be 
resumed on May 9, 1954; on that date rationing of these 
commodities will cease (see this News Survey, Vol. VI, 
p. 239). Traders will then be able to import these foods 
from the sterling area and certain other countries under 
open general license. In addition, they may import cer- 
tain milk solids and milk products from the sterling area 
under open general license. The Ministry of Food will 
continue to import butter and cheese bought under long- 
term contracts from Australia, New Zealand, and Den- 
mark, and these supplies will be sold on the market with 
those available from private sources. 


Source: The Financial Times, London, England, April 7, 


1954. 


Liverpool Cotton Futures Market 


Futures trading in cotton will be resumed in Liverpool 
on May 18, 1954, and the first delivery period will prob- 
ably be October-November 1954. Initially the market 
will use an American-type futures contract, based on 
middling staple American cotton and closely resembling 
the contract traded on the New York Cotton Exchange. 
Payments due on open commitments in the market will 
be settled daily, instead of weekly as before the war. With 
the winding up of the Raw Cotton Commission in August, 
traders will probably be allowed to import all growths 
of cotton. Exchange control will, however, be maintained, 
though the Bank of England will operate a scheme similar 
to that applied to other commodity markets in order to 
allow a reasonable measure of flexibility. 


Source: The Times, London, England, April 13, 1954. 


Fiscal Reform in France 


The main changes in French tax legislation, which 
became effective on April 10, 1954, are as follows: The 
production tax of 15.35 per cent has been abolished and 
replaced by a tax of 16.85 per cent on “added value” as 
the result of manufacturing. The tax-exempt net income 
of bachelors and of married persons without children has 
been increased. In addition, to determine the income on 
which salary and wage earners will be taxed, their gross 
salary will be reduced by another 10 per cent. Deductions 
for life insurance premiums have been raised. The income 
tax rate for companies has been increased from 34 per 
cent to 36 per cent. 

Sources: The Financial Times, London, England, 


March 31, 1954; Agence Economique et Finan- 
ciére, Paris, France, April 12, 1954. 
Modernization of Netherlands Fishing Fleet 


A ten-year plan that has been drafted to modernize the 
Netherlands fishing fleet requires a maximum investment 
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of f 43.9 million (US$11.6 million). The Reconstruction 
Bank will provide loans up to f 23.3 million, 75 per cent 
of which will be guaranteed by the Government. The 
fishing industry itself will have to raise capital of f 9.6 
million, and the remaining f 11 million will have to be 
obtained from mortgage credits. 

The purpose of the plan is not to make possible larger 
catches, but merely to replace obsolete ships. No bonus 
will be given for the scrapping of old ships, since this 
would be equivalent to a subsidization policy. 

The Government has also promised a guarantee of 
f 2.5 million ($0.66 million) to improve the fish-canning 
industry. 

Source: A.N.P.-Aneta News Bulletin, New York, N. Y., 
April 9, 1954. 


Danish Dollar Exports 


In future, Danish exporters receiving payment in U.S. 
dollars will receive a negotiable “title to import” license 
under the Danish dollar premium scheme (see this News 
Survey, Vol. V, p. 166) only to the extent that the exports 
are sold to the dollar area proper, i.e., the United States, 
U.S. forces in Germany, Canada, and certain Latin 
American countries. In the recent past, exports to coun- 
tries outside this area and paid for in U.S. dollars have 
increased substantially. By paying in U.S. dollars these 
countries have been able to obtain price reductions on 
Danish goods. As long as the reduction in price has 
been less than 8 per cent—equivalent to the premium the 
exporter receives through sale of his “title to import” 
license—the total proceeds in Danish kroner by sale 
against U.S. dollars have been greater than by sale against 
other currencies. However, in the opinion of the Danish 
authorities, Denmark is not interested in selling its main 
export products (e.g., butter and bacon) to third coun- 
tries at reduced prices made possible by the temporary 
dollar premium scheme. 

Source: Politiken (Weekly Overseas Edition), Copen- 
hagen, Denmark, April 18-24, 1954. 


Faroe Islands Trade Agreement With U.S.5.R. 


The Faroe Islands has concluded an agreement with the 
U.S.S.R. to deliver 160,000 barrels of herring caught in 
the period July-November 1953; the total value is DKr 20 
million (US$2.9 million). This is the largest trade agree- 
ment that the Faroe Islands has ever concluded with any 
country. The Russians have announced that they are in- 
terested in buying more herring if the Faroe Islands is 
able to make deliveries. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, April 8, 1954. 


Norwegian Borrowing in Sweden 


On April 26 a Norwegian Government loan of SKr 50 
million (US$9.7 million) will be offered on the Swedish 


market at par. The interest will be 4.5 per cent. There 

will be no repayment during the first two years, but 

thereafter repayment will be made in half-yearly install- 

ments over a 15-year period. The lenders have the right 

to convert the loan after 10 years. 

Source: Norges Handels og Sjgfartstidende, Oslo, Nor- 
way, April 22, 1954. 


Norwegian Aluminum Plant 


The new Norwegian aluminum factory at Sunndals¢ra 
started production on April 2. The annual capacity of the 
plant is 40,000 tons, but expansion to 75,000 tons is 
possible. The output is based on imported Canadian 
aluminum oxide, which will be paid for by Norwegian 
deliveries of aluminum. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, April 2, 1954. 


Finland's Import License Policy 


During the first quarter of 1954, Finnish foreign ex- 
change reserves continued to increase. As a result of 
this increase, and in anticipation of a favorable movement 
in export earnings, import licenses were granted more 
freely in the early months of 1954. Imports have not yet 
increased correspondingly, but their volume this spring 
is expected to be considerably greater than last year. 
This will mean a substantial improvement in the supply 
of raw materials, which since last autumn has been very 
low in some industries. Import licensing has also been 
made more flexible. The forest industry has already been 
granted all the exchange necessary for the purchase of 
foreign chemicals and requisites ordinarily needed in a 
year, and other license quotas are being granted for 
quarterly instead of monthly periods. In order to in- 
crease productivity, especially in small and medium-sized 
industries, some free currency has been reserved for the 
purchase of machinery likely to be most effective for this 
purpose. 

Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, March 1954. 


New Finnish Loans 


In March and April of this year the Finnish Govern- 
ment issued four “bond loans”, totaling Fmk 5.9 billion. 
One of the “1954 bond loans” is for Fmk 1 billion; it 
carries interest at 614 per cent and is to mature in 1969. 
These bonds are being sold to insurance companies. The 
second is for Fmk 2 billion; it is being offered at fluctuat- 
ing interest rates, which will be 244 per cent above the 
six-month deposit rate in the two largest commercial 
banks. Savings banks have been invited to subscribe to 
this loan, which matures in 1964. One half of the total 
amount of these two loans is tied to the cost of living 
index. The “1954 Post Office Savings Banks Loan” has 
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been used to convert a “1949 Post Office Savings Banks 
Loan” that fell due at the beginning of March. The “1953 
Premium Bond Loan” is a seven-year loan of Fmk 400 
million; the number of prizes offered is 2,218, amounting 
in all to Fmk 100 million. 

Sources: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, February and March 1954. 


Transfer of West German Blocked Mark Balances 


On April 8, 1954 the Bank deutscher Lander announced 
that all original or acquired blocked mark balances out- 
standing on March 31, 1954 may be transferred to any 
payments agreement country (either an EPU or an offset- 
account country), transferred to a “partly convertible DM 
account”, or used in Germany. (See also this News Sur- 
vey, Vol. VI, p. 304.) The principal remaining restriction 
on these balances affects transfers to the dollar area. 
Formerly the regulations, which permitted the uncondi- 
tional transfer of blocked marks up to a total of DM 
10,000, did not make this distinction. 

It had been expected that the next step in freeing all the 
sperrmark balances would be by raising the limit of 
transfer to DM 50,000, for payments agreement countries 
as well as for the dollar area. The step which has now 
been taken was no doubt suggested by the problem of the 
steadily increasing German surplus in EPU. It is difficult 
to estimate the expenditure entailed by the recent relaxa- 
tion of restrictions. So far only about 20 per cent of the 
accounts below DM 10,000 have been effectively trans- 
ferred. 

Theoretically, the whole amount of blocked mark bal- 
ances, estimated at the beginning of the year at DM 800 
million, could be transferred, since dollar area _resi- 
dents can transfer, at a small discount, their blocked 
mark balances via payments agreement countries. The 
chief restriction that still remains is on new blocked mark 
balances accruing after March 31, 1954 from the sale 
of securities or other property. 


Source: Bank deutscher Lander, Ausziige aus Pressear- 


tikeln, Frankfurt am Main, Germany, April 14, 
1954. 


Austrian Liberalization Measures 


Austria began to liberalize its imports from OEEC 
countries on July 1, 1953, when a 35 per cent liberaliza- 
tion (calculated on the basis of 1952 imports) became 
effective (see this News Survey, Vol. VI, p. 3). Since then 
the percentage of liberalization has been increased gradu- 
ally, viz., to 50 per cent on December 15, 1953, 60 per 
cent on March 1, 1954, and 63 per cent on April 1, 1954. 
The Austrian Government has already agreed with the 
OEEC authorities that the percentage will be raised fur- 
ther (probably by stages) to 75 per cent no later than 
July 1, 1954. 


“Invisible” items also have been liberalized in accord- 









ance with the OEEC liberalization code. Most of these 
items were liberalized on January 15; others (interest on 
securities and mortgages and contractual amortization) 
were added on February 15, 1954. 

Since November 1, 1953, the Austrian National Bank 
has been granting, to Austrian residents traveling as tour- 
ists to OEEC countries, foreign exchange allocations up to 
the equivalent of US$100 a year (November 1-October 30) 
for adults and US$50 for children under 12 years of 
age. On March 27, 1954, the National Bank announced 
that the annual “tourist quota” had been raised to $150 
for adults and $75 for children. 


Sources: Wiener Zeitung, Vienna, Austria, March 31, 
1954; Neue Ziircher Zeitung, Ziirich, Switzer- 
land, April 23, 1954. 


Middle East 
Egyptian Exchange Regulations 


In order to promote industrialization, the Egyptian 
Minister of Finance has declared that it has been decided 
to issue exchange permits to cover imports of a specified 
list of machinery and other industrial equipment for 
which payment is made in sterling, if such goods are 
imported from the sterling area or from Sweden, Norway, 
Belgium, the Netherlands, and Western Germany, all of 
which accept sterling. Importers of such goods are no 
longer obliged to resort to the “import entitlement” 
mechanism to obtain the necessary exchange and to pay 
the current premium. 


Source: Al Ahram, Cairo, Egypt, March 11, 1954. 


Egypt's Foreign Trade 


Egypt’s trade deficit was reduced to LE 37.3 million in 
1953, from LE 73.7 million in 1952. The reduction was 
due entirely to a cut in imports, from LE 218.8 million 
to LE 174.7 million; exports and re-exports were reduced 
from LE 145.1 million to LE 137.4 million. 

Principal imports during 1953 were wheat, including 
wheat flour (LE 25.4 million), fertilizers (LE 11.5 mil- 
lion), and petroleum products (LE 11.1 million). Prin- 
cipal exports were raw cotton (LE 116.3 million), onions 
(LE 4.1 million), cottonseed (LE 2.0 million), cotton 
yarn (LE 2.0 million), and cottonseed cake (LE 1.3 mil- 
lion). 

The principal countries of origin were the United 
States (LE 27.7 million), Western Germany (LE 18.3 
million), and the United Kingdom (LE, 17.4 million). 
The principal countries of destination were France 
(LE 18.0 million), India (LE 15.9 million), and the 
United Kingdom (LE 14.8 million). 

Sources: The British Chamber of Commerce of Egypt 
Journal, Cairo, Egypt, February 19, 1954; Bar- 
clays Bank (Dominion, Colonial and Overseas) , 
Overseas Review, London, England, March 1954. 
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Credits fo Israel 


Western Germany has agreed to allow Israel to order 
goods this year on account of next year’s restitution 
quota, thus increasing the total at the disposal of Israel 
in 1954 from DM 400 million (US$95 million) to DM 500 
million (US$119 million). Of the DM 400 million orig- 
inally available for the year 1954, DM 347 million had 
been utilized by the end of January 1954. 

The United Jewish Appeal has received a $20 million 
loan from seven New York banks as part of Israel’s 
program to borrow $75 million in the United States this 
year, to meet short-term obligations maturing in 1954 (see 
this News Survey, Vol VI, p. 298). 


Source: Middle East Economist and Financial Service, 


Forest Hills, N. Y., April 1954. 


Far East 
Canadian Aid fo India 


The Canadian Government has extended a credit of 
Can$5 million to India, which completes the Canadian 
commitment to India under the Colombo Plan. The credit 
will be used to finance imports of copper and aluminum 
for the manufacture in India of equipment for hydro- 
electric power projects. Purchases will be made through 
normal trade channels. The rupee equivalent of the 
credit will be credited to a counterpart fund for the 
financing of future economic development. Since 1952, 
Canada has extended Can$27.4 million of aid to India. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., April 26, 1954. 


Economic Policy in Thailand 


To maintain the financial and economic soundness of 
the country, the National Economic Council of Thailand 
has made the following recommendations to the Govern- 
ment: The system of tax collection should be lightened to 
prevent tax evasion and to ease the tax burdens of the 
population; industrial plants should be turned over to 
private interests; no additional government officials should 
be employed; loans by the Bank of Thailand to govern- 
ment official and semiofficial organizations should be 
discontinued, and such loans should be obtained from 
commercial banks; additional export markets for rice 
should be obtained; and provincial companies should 
be established in border areas, for trade with neighboring 
countries. 


Source: Far East Trader, New York, N.Y., April 14, 1954. 


South Korea-Philippines Trade Plan 


The Vice-President of the Philippine Republic has fur- 
nished the South Korean Minister with drafts of a pro- 
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jected barter trade agreement between the Philippines 
and Korea. It is believed that the Philippines can supply 
Korea with such construction materials as lumber, logs, 
plywood, abaca, and other export items. The proposed 
agreement is considered an indirect way of supplying the 
Korean economy and of enabling the Philippine importers 
to procure essential import items from Korea. 

The Korean Minister in Manila, on March 23, informed 
the Commerce Secretary of the Philippine Government 
of the materials needed under the U.S. Foreign Oper- 
ations Administration Procurement program for the re- 
construction of Korea. More than US$26 million has been 
authorized by the FOA to procure these materials, and 
the Bank of Korea is expected to call for open bids on 
these procurement authorizations. The essential items in- 
clude $6.4 million for raw cotton, $7.0 million for coal, 
tar, and pitch, $3.5 million for cotton yarn, $2.0 million 
each for raw lumber and rayon yarn, $1.6 million for 
cotton fabrics, and $1.4 million for tires and tubes. 
Sources: Philippine Association, Philippine Newsletter, 

New York, N. Y., March 26 and April 2, 1954. 


Estimated Savings of Japan in 1954 


The Ministry of Finance and the Bank of Japan es- 
timate that savings in Japan in 1954 will be about 700 
billion yen—548 billion of personal savings and 150 bil- 
lion of corporation savings. While the target for 1953 
was 930 billion, actual savings that year were only 760 
billion. Therefore, estimated savings for 1954 are 60 
billion yen less than actual savings last year. 


The total national income for 1954 is estimated at 
5,980 billion yen, and disposable income at 5,200 billion 
yen. Personal savings are estimated at 10.52 per cent 
of the disposable income. Corporation income is ex- 
pected to be 9.5 per cent less than last year. Cash 
savings of corporations will be only about half the 1953 
figure of 300 billion yen, since much of these savings 
will be tied up in inventories. 


Source: Asahi Shimbun, Tokyo, Japan, April 7, 1954. 


FOA Allotments to Japan for U.S. Foodgrain Purchases 


Under the terms of the Mutual Security Agreement 
between the United States and Japan, concluded on 
March 7, 1954, the U.S. Foreign Operations Administra- 
tion has allotted to Japan US$50 million to finance the 
procurement of surplus U.S. agricultural commodities. 
Of this amount, $42 million will be utilized to purchase 
bread grains and barley. The yen currency to be paid by 
Japan for these commodities will be used by the United 
States mainly for offshore procurement of military goods 
in Japan and also for assistance to Japanese industry. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., April 5, 1954. 
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Japanese Trade Agreements 


Under a trade agreement concluded on March 23, 
Japan will export to France in 1954 goods valued at 
US$28,850,000, and will import goods valued at 
US$24,400,000. Thus Japan will have a favorable trade 
balance of $4,450,000. Settlement will be made on the 


basis of the dollar open accounts, with a swing limit of 
$8 million. 


Japan’s last trade agreement with France expired in 
December 1952. Trade in 1953, which was carried on 
without an agreement, resulted in Japanese exports to 
France valued at $23,680,000, and imports from France 
of $59,140,000, leaving a balance of $35,460,000 against 
Japan. 


The principal items to be exported by Japan under the 
new trade agreement include raw silk ($12 million), tea 
($6.5 million), glutamic acid ($1.5 million), and silk 
fabrics ($1.6 million); Japanese imports will include 
potash salt (c.i.f., $9.5 million), nickel ore ($3.9 million) , 
phosphate rock ($2.5 million), and automobiles ($2.3 
million). 


Japan and the Chinese National Government in Taiwan 
have approved a one-year extension of the Sino-Japanese 
trade agreement. This agreement, which had been con- 
cluded in June 1953 and made retroactive to April 1, 
called for an exchange in one year of goods and services 
valued at US$74.5 million each way. When the agreement 
was renewed, no change was made in its provisions. The 
value of Taiwan’s exports to Japan in 1953 totaled 
US$60.5 million, and imports from Japan were US$54.1 
million, both less than the amounts provided for under 
the trade agreement. The principal exports from Taiwan 
to Japan in the next 12 months will continue to be 
mainly sugar, rice, bananas, and salt. Taiwan is expected 
to import from Japan primarily machinery, rolling stock, 
fertilizers, and iron and steel products. 


Japan and Canada signed, on April 1, a new agreement 
regulating commercial relations between the two countries. 
Each country has agreed to accord to the other most- 
favored-nation treatment and to refrain from discrimi- 
nating against the other in regard to trade and exchange 
restrictions, except for safeguarding its international pay- 
ments position. Furthermore, Japan has specifically agreed 
to accord unconditional nondiscriminatory treatment to 
the import of certain Canadian products—wheat, barley, 
woodpulp, flaxseed, pig lead, spelter, synthetic resins, and 
milk powder. Canada will, after ratification of the pact, 
apply GATT tariff rates to Japanese products. It is ex- 
pected that, as a result of the new agreement, Japanese 
exports to Canada will be increased substantially. Since 
the war, these exports have been quite small and much 
short of Japanese imports of Canadian goods; in 1953, 
Japanese exports to Canada totaled only $15 million, 
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against imports of $104 million from Canada. Postwar 
Canadian imports of Japanese goods have been subjected 
to general tariff rates, which are the highest of Canada’s 
tariff rates. 


Sources: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, March 27 and 
April 3, 1954; Chinese News Service, Press 
Release, New York, N. Y., April 13, 1954. 


Indonesia-Norway Trade Agreement 


Indonesia has concluded a new one-year trade pact with 
Norway, effective April 1, 1954. Under the terms of the 
agreement, Indonesia will export to Norway goods worth 
NKr 47.2 million (US$6.6 million), and will import 
Norwegian products valued at NKr 19.5 million (US$2.7 
million). The Indonesian shipments to Norway will be 
principally copra, rubber, coffee, tin, hemp, tobacco, and 
spices, while the imports from Norway will include paper, 
cardboard, rayon fabrics, fish, fishing equipment, and 
cod liver. 


Source: A.N.P.-Aneta News Bulletin, New York, N. Y., 
March 23, 1954. 


United States 
U.S. Industrial Activity 


U.S. steel ingot production has been at two thirds of 
capacity for the past two months, leading steel producers 
to reduce their inventories of raw materials and goods in 
process. Customer inventories also have been reduced 
because steel can now be obtained on short notice. For 
industry generally, the business survey of the National 
Association of Purchasing Agents reports that inventories 
of purchased materials are continuing to decline in April 
at about the same rate as in March, although 43 per cent 
of the Association’s members have reported a rise in new 
orders and only 17 per cent have reported declines. Price 
concessions are being negotiated more freely on fabri- 
cated items, under the influence of more intensive selling, 
but industrial commodity prices continue to show the 
strength reported in March. 


Source: The Journal of Commerce, New York, N. Y., 


April 26, 1954. 


U.S. Consumer Buying 


Personal consumption expenditures in the United 
States, which had reached a new high annual rate of $231 
billion in the third quarter of 1953, declined to $230 bil- 
lion in the fourth quarter, and appear to have continued 
at this fourth-quarter rate in the first quarter of 1954. Of 
total expenditures, however, purchases of durable goods 
fell by 7 per cent between the third quarter of 1953 and 





INTER! 


——— 


the fir 
due tc 
goods 
of go 
servic 
more 
by a 
ential 
the c 
than 
tion. 
declir 
effort 
Pe: 
tually 
bolst 
the b 
the fi 
that | 


Th 
sum] 
63 pr 
of re 
past 
than 
decli 
hows 
cent 
was 
grov 
pans 


Sow 


INTERNATIONAL FINANCIAL News Survey, April 30, 1954 


the first quarter of this year, most of the decline being 
due to lower automobile sales; purchases of nondurable 
goods fell by less than one per cent. The fall in purchases 
of goods was partly offset by a rise in expenditures for 
services. Employment and production are affected much 
more by a given change in expenditures for goods than 
by a change in expenditures for services, and this differ- 
ential effect partly accounts for the fact that declines in 
the consumer goods industries were more pronounced 
than is indicated by the small decline in total consump- 
tion. Production was affected more, however, by the 
decline in Federal Government purchases and by business 
efforts to reduce inventories. 


Personal disposable income, which has remained vir- 
tually constant since the third quarter of 1953, was 
bolstered by the reduction in income tax rates effective at 
the beginning of 1954. The rate of personal savings in 
the first quarter of 1954 was around 7 per cent, the rate 
that has been maintained for about the last three years. 


The proportion of the national output going into con- 
sumption declined from 68 per cent in 1950 to less than 
63 per cent in 1953 because of the increasing proportions 
of resources absorbed by the defense effort. (During the 
past three decades, the consumer portion has been lower 
than this only during the war years 1942-45.) Despite the 
decline in the proportion of consumption to total output, 
however, real personal consumption increased by 6 per 
cent in the last three years. While this rate of increase 
was somewhat lower than that indicated by the secular 
growth, it was still significant in the light of the rapid ex- 
pansion in military needs during this period. 


Source: Department of Commerce, Survey of Current 
Business, Washington, D. C., April 1954. 


Rise in U.S. Business Profits 


In 1953, earnings before federal income taxes of 
medium-sized and large-sized corporations in the United 
States were about 11 per cent larger than in 1952; after 
taxes, which absorbed 54 per cent, net income was about 
9 per cent larger. These data are based on a tabulation 
by the National City Bank of New York, covering more 
than 3,400 corporations whose net income after taxes 
amounts to about 70 per cent of the estimated total for all 
corporations. Incomes increased for about two thirds of 
the individual companies, and decreased for about one 
third. Among most companies the gains in net income 
resulted primarily from an expansion in dollar sales 
rather than from wider profit margins; this was especi- 
ally true of the steel and some other durable goods in- 
dustries, where sales had been interrupted by a serious 
steel strike in 1952. Declines in income reported in the 
drug, nonferrous metal, household appliance, farm equip- 
ment, and office equipment industries reflected rising 
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costs, increased pressures of competition, and in some 
cases smaller sales. Expressed as a return on net assets, 
the net income of all companies tabulated amounted to 
10.5 per cent, about the same as in 1952. The rate of 
return in 1952 and 1953 was lower than in any one of 
the previous five years. 


Source: National City Bank of New York, Monthly Let- 
ter on Business and Economic Conditions, New 


York, N. Y., April 1954. 


Latin America 


Bolivia's Wage Increases 


Wage and salary increases ranging from 25 to 50 per 
cent have been granted by the Government of Bolivia to 
employees and workers in private and public utilities. 


Source: La Prensa, New York, N. Y., April 5, 1954. 


Electric Power Development in Brazil 


In a message to the Brazilian Congress, President 
Vargas has recommended a legislative proposal for a 
ten-year electrification plan. The cost of the plan is es- 
timated at approximately 32.4 million cruzeiros. The 
objective is to increase electrical generating capacity from 
the present capacity, estimated at 21/4 billion kilowatts, to 
8 billion kilowatts. New power plants would be con- 
structed, existing plants would be connected with one 
another and with the new ones, and the current frequency 
would be standardized at 60 cycles throughout the coun- 
try. It will first be necessary, however, to establish a 
Brazilian heavy industry to manufacture electrical equip- 
ment and machinery, and thus supply at least 50 per 
cent of that needed to carry out the plan. 


In a second message to the Congress a bill was also 
recommended for the creation of a company, “Brazilian 
Electrical Centers, S. A.” (Electrobras), to administer 
the plan. This company would be established along the 
general lines of Petrobras, the Government-private capital 
company established to exploit, transport, and refine oil 
(see this News Survey, Vol. V, p. 71). The initial capital 
of Electrobras is fixed at 3 billion cruzeiros and is to be 
subscribed by the Federal Government in the form of all 
the “assets and rights relative to the electricity industry 
the Government already has.” If this is not sufficient, the 
difference is to be made up in cash. By 1965, the original 
capital should be increased to a minimum of 15 billion 
cruzeiros. Shares will be sold to the public to increase 
the initial capital. 


Source: The Journal of Commerce, New York, N. Y., 
April 23, 1954. 
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Steel Production in Colombia 





Colombia’s first steel plant, Siderirgica Paz del Rio, is 
expected to begin operations next June. The capacity of 
the plant at full operation is estimated at 150,000 tons. 


The Colombian Government, by Decree No. 702 of 
March 5, was authorized to assume directly all the do- 
mestic and foreign obligations of the company in ex- 
change for shares of stock, and the company’s capital was 
increased to the equivalent of US$100 million. The Gov- 
ernment has prohibited imports of several iron and steel 
products because the domestically produced goods will 
be sufficient for the needs of the home market. 









































Sources: Semana, Bogota, Colombia, March 22, 1954; 
The Journal of Commerce, New York, N. Y.., 
April 23, 1954; Department of Commerce, For- 
eign Commerce Weekly, Washington, D. C., 
April 26, 1954. 



































Other Countries 














New Zealand Dollar Imports 











The New Zealand Minister of Industries and Commerce 
has announced that, while it is still necessary to maintain 
restrictions on dollar imports, it is in the interest of 
New Zealand’s economy to allow as large a flow of im- 
ports from North America as is consistent with its Com- 
monwealth obligations. Additional permits will therefore 
be issued for imports from the United States and Canada. 












































Source: The Journal of Commerce, New York, N. Y., 
April 27, 1954. 

















South African Gold Production 


South African gold output in March was 1,074,162 
ounces, the highest recorded for nearly eight years. The 
output of Orange Free State mines, which in February 
had been 53,500 ounces, was 58,227 ounces in March. 


























Source: The Times, London, England, April 12, 1954. 






Relaxation of Trade Controls in Aden 


All commodities, with a few exceptions, mainly food- 
stuffs, may now be imported into the colony of Aden 
freely and without limitation under open general license 
from all areas and countries except the dollar area and 
Japan. Goods will be imported from Japan under open 
general license, but an unannounced total value ceiling 
will be fixed. Imports from the dollar area are still sub- 
ject to a total value limitation, and no significant increase 
in such imports is expected. Traders will also be per- 
mitted to export or re-export freely under open general 














































license to the sterling area all commodities except certain 
foodstuffs and strategic materials. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., March 29, 1954. 


Tangier Sterling Rates 


Nonresident transferable account sterling was quoted 
in Tangier on April 23 at $2.79-2.7914 per pound sterling, 
and switch sterling at $2.78-2.79. 


Source: International Bank, Weekly Quotation Bulletin, 
Tangier, April 23, 1954. 


Fund Trainee Program 


At the end of April, 14 participants from 14 member 
countries will have completed a twelve-month program of 
training at the headquarters of the Fund. During the year, 
these employees from the central banks and ministries of 
finance of member countries have studied the objectives, 
work, and organization of the Fund, its techniques of re- 
search analysis, and the over-all economies of different 
countries and regions throughout the world; they have 
also received specialized training in such fields as balance 
of payments techniques, monetary statistics, and foreign 
exchange problems. They will now return to their re- 
spective countries and assume employment with their 
governments or central banks, which will provide oppor- 
tunities for the maximum utilization of the training they 
have received. 

The Fund has announced that the next training program 
will begin on September 27, 1954, for a maximum of 15 
qualified persons from central banks, ministries of finance, 
or academic institutions. The Fund provides for the 
transportation of participants in the program and a living 
allowance of US$275 per month during the period of 
training. 

Each candidate must be officially sponsored by a mem- 
ber government. The appropriate application forms and 
brochures explaining the program in detail have been 
made available to the Governors of the Fund. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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